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SUBJECT: CIV AIR - IGS FARE INCREASE PROPOSALS 
REF: (A) STATE 224825 (B) BONN 16313 (C) LONDON 13413 

1. SUMMARY. EMBASSY CAA HAS HAD NUMEROUS DISCUSSIONS WITH THE 
BRITISH CAA DURING THE PAST TWO WEEKS SEEKING TO PERSUADE 
BRITISH TO AGREE TO COMPROMISE FARE LEVEL INCREASE. THE ONLY 
SMALL CONCESSION TO WHICH THEY WOULD AGREE, MAINLY FOR PRESENTAT- 
IONAL PURPOSES TO THE FRG, IS TO CHANGE BEA'S PROPOSAL SO NONE OF 
THE INCREASES IN FARES ON SPECIFIC ROUTES ACTUALLY EXCEEDS 10 
PERCENT. LONDON REFUSES TO CONSIDER ANY FURTHER COMPROMISE. THE 
EMBASSY RECOMMENDS THAT WE CONTINUE, BASED ON PAN AM'S ECONOMIC 
DATA, TO SUPPORT THE PANAM PROPOSAL (6.4 PERCENT) AS MADE, AND 
INFORM THE BRITISH THAT WE CANNOT AGREE TO A 10 PERCENT INCREASE 
FOR PANAM. ACTION REQUESTED: THE DEPARTMENT S VIEWS WOULD BE 
APPRECIATED. 

2. OVER THE PAST TWO WEEKS, AS INSTRUCTED IN REFTEL (A) EMBASSY 
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CAA HAS HAD NUMEROUS DISCUSSIONS ON IGS FARE INCREASES WITH 
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ACTING UK CAA CULLIMORE, WITH A LAST GO-AROUND IN DEPTH ON NOVEM- 
BER 26. UNFORTUNATELY, THE SITUATION HAS BEEN AT AN IMPASSE, 

SINCE THE BRITISH EMBASSY'S INSTRUCTIONS DID NOT GIVE THE CAA 
ANY LEEWAY WHICH WOULD PERMIT A COMPROMISE ON A FIGURE BETWEEN 
BEA'S 10 PERCENT INCREASE PROPOSAL AND PANAM’S 6.4 PERCENT PRO- 
POSAL. IT WAS AND IS THE BRITISH POSITION THAT BEA’S APPLICATION 
FOR A 10 PERCENT INCREASE IS FULLY JUSTIFIED, FOLLOWING A THOROUGH 
EXAMINATION BY THE RESPONSIBLE UK MINISTRIES. THERE IS APPARENTLY 
NO FLEXIBILITY AT ALL ON THIS SCORE. 

3. IN THE NOVEMBER 26 DISCUSSION, EMBASSY CAA ASKED CULLIMORE 
TO URGE LONDON ONCE MORE TO GIVE SERIOUS CONSIDERATION TO AT 
LEAST SOME REDUCTION IN THE LEVEL OF THE BEA PROPOSAL. WE SAID 

WE UNDERSTOOD THAT PANAM MIGHT BE WILLING TO ACCEPT, RELUCTANTLY, 
A PROPOSAL FOR AN INCREASE IN THE NEIGHBORHOOD OF 9 PERCENT. 

WE ALSO NOTED THAT ALTHOUGH BEA DESCRIBED ITS PROPOSAL AS A 10 
PERCENT INCREASE, THE PERCENTAGE INCREASES FOR EACH ROUTE VARY 
BETWEEN 10.0 (BREMEN) AND 11.5 PERCENT (HANNOVER) WHEN WORKED 
OUT AS SPECIFIC FARES. BY THE SAME TOKEN, A WEIGHTED AVERAGE OF 
INCREASES IN FARES ON ALL ROUTES WOULD BE NOTICEABLY HIGHER THAN 
10 PERCENT. THE GERMANS, WE STRESSED, JUDGING FROM THEIR PAST 
REACTIONS, WOULD FIND THIS UNPALATABLE. 

4. WE WENT ON TO SUGGEST THAT, IF WE COULD HAVE NO 
COMPROMISE AGREEMENT ON A FARE PROPOSAL ON PURELY 

ECONOMIC GROUNDS, PERHAPS THE UK EMBASSY COULD PERSUADE LONDON 
THAT A LOWER LEVEL OF INCREASES WOULD NOT ONLY GO AT LEAST 
A FRACTIONAL PART OF THE WAY TOWARDS MEETING PANAM’S PROPOSAL, 

BUT WOULD ALSO ASSIST IN OBTAINING FRG CONCURRENCE TO THE 
FARE PROPOSAL. 

5. CULLIMORE AGREED TO MAKE AS LAST TRY, BUT LONDON'S REPLY, 
RECEIVED THE EVENING OF NOVEMBER 29, WAS THAT THEY WOULD ONLY 
AGREE TO ADJUST THE FARES FOR THE INDIVIDUAL ROUTES SO THAT NONE 
OF THE INCREASES WOULD BE OVER 10 PERCENT EXACTLY. 

6. COMMENT: EMBASSY DOES NOT BELIEVE WE CAN DO ANYTHING 
FURTHER HERE TO CHANGE THE UK POSITION, AND WE REGRET THAT 
UNANIMITY AMONG THE CAA'S HERE ON A FARE INCREASE IS SIMPLY 
NOT TO BE HAD UNLESS WE AGREE THAT PANAM SHOULD CHANGE ITS 
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PROPOSAL AND JOIN BEA IN ITS APPLICATION FOR A 10 PERCENT 
INCREASE. EMBASSY RECOMMENDS THAT WE NOT, RPT NOT PREVAIL UPON, 

OR PERSUADE PAN AM TO AGREE TO A JOINT PRESENTATION FOR A 10 
PERCENT INCREASE, EVEN IF IT MEANS DISCUSSING A SPLIT ALLIED 
POSITION IN THE BERLIN CIVIL AIR TRANSPORT ADVISORY GROUP. IT 
IS OUR GUESS THAT, FACED WITH THIS POSSIBILITY, THE BRITISH WILL 
WITHER AGREE TO A SOMEWHAT SMALLER FARE INCREASE OR B ) GO TO THE 
FRG INDIVIDUALLY AND SEEK EXTRA SUPPORT, PERHAPS IN THE FORM OF AN 
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EXTRA SUBSIDY. ACTION REQUESTED: THE DEPARTMENT'S VIEWS WOULD 
BE APPRECIATED. 

7. FOR THE DEPARTMENT S AND LONDON S INFORMATION, 

EMBASSY CAA REFERRED IN THE DISCUSSIONS WITH CULLIMORE, TO THE 
FINANCIAL TIMES STORY ON PROFITS EARNED BY BRITISH AIRWAYS' 
MANCHESTER DIVISION AS REPORTED REFTEL (C). CULLIMORE SAID THAT 
UK EMBASSY WAS AWARE OF THE REPORT, AND HAD ASKED LONDON (DEPART- 
MENT OF TRADE AND INDUSTRY) TO CHECK INTO IT. DTI HAD INVESTIG- 
ATED AND REPORTED THAT THE STORY WAS INACCURATE. THE PROFITS 
REPORTED BY THE MANCHESTER DIVISION EXCLUDED, RPT EXCLUDED 
THE IGS, WHICH OPERATED AT A LOSS AS STATED IN THE UK FARE 
PRESENTATION.HILLENBRAND 
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